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MEMORANDUM 


TQ: THE PRESIDENT 
FROM: Roy 8. Keppy 
DATE: . April 24, 1992 


RE: Pork Export Enhancement Program (EEP) fur the Former 
Soviet Union 


Thank you, Mr. President, for your call on Friday morning. As 
you requested, I am providing you the current status of the pork 
Export Enhancement Program (EEP) for the former Soviet Union, as 
my people tell me it stands. 


On March 24, 1992 Chris Goldthwait, Acting General Sales Manager, 
Foreiqn Agriculture Service, informed the National Pork Producers 
Counc] (NPPC) that the Bush Administration didn't believe it was 
the opportune time to move forward and approve a pork BEEP for the 
former Soviet Union. He did indicate that a pork EEP may be 
revisited at a later date. Upon further questioning, Mr. 
Goldthwait stated that he was not at liberty to provide further 
details about the rejected pork EEP. 


Subsequent to this conversation, NPPC staff spoke further about 
this issue with Gary Blumenthal, Special Assistant to the 
President for Agriculture Trade & Food Assistance. 

Mx. Blumenthal was careful to say that the pork EEP was not 
approved at this time -- rather than saying it was not approved 
period. 


Since March 24, numerous members of Congrcse and the presse hava 
requested and failed to learn why the Administration rejected the 
pork EEP. To date, the Administration has given no specific 
reasons why the BEEP was rejected, It should be peinted out that 
the rejection of the pork EEP came aflLer the request had met the 
required criteria tor the EkP program and had been approved by 
both the Department of Agriculture and Department of State. 





Mr. President, this issue continues to be a top priority of U.S. 
agriculture and a conversation topic at my local coffee shop. A 
pork EEP is good for the country and U.S. agriculture. 


o It means markets for farmers and jobs for rural communities. 
o It means opening up potential markets for value-added exports. 
o It means helping some hungry people who need food. 


Mr. President, there appears to be some confusion on an approval 
of a pork EEP. You stated a pork EEP was approved, yet two 
Administration officials have stated that the EEP had not been 
approved. When you make the final decision, I'd sure like to 
hear, 


A more detailed background paper on the pork FEP is attached. 
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BACKGROUND INFORMATION FOR EXPORT ENHANCEMENT PROGRAM (EEP) FOR 
FORMER SOVIET UNION 


-- By most accounts, this is a “which came first -- the chicken 
or the egg" issue. The administration has suggested that an 
"official" request for an EEP and pork must come from a 
recognized official in the former Soviet Union before 
extension of pork EEP can be made. On the other side, 
numerous Russian government officials have stated repeatedly 


that when the U.S. extends an EEP for pork -- to make it 
competitive with alternative sources of pork (i.e. European 
Community, Eastern Europe, Canada and China) -- that they 


will purchase U.S. pork through the GSM-102 or by 
conventional commercial channels. As a matter of practice, 
CIS/Russian purchasing officials will not make requests for 
| U.S. agricultural products unless: 1) they are price 
competitive with other world sources; or 2) the program or 
tool is readily available to make the product price 
competitive, (i.e. EEP). The bottom line is that absent the 
extension of an Export Enhancement Program for pork for the 
former Soviet Union, there will be no U.S. pork exported to 
that important market and the export opportunities will be 
conceded to highly-subsidized competitors. 





-- This is a "win-win" situation, both politically and 
economically. The extension of an EEP for pork would be good 
for U.S. farmers, U.S. jobs, the U.S. Treasury and the people 
of the former Soviet Union. 


For Farmers 
According to the University of Missouri Economics Department, 
the sale of 30,000 metric tons of U.S. boneless pork would 
raise live hog prices for 1/4 of the year by $1.00-1.50/cwt. 
Therefore, the effect on pork producers net farm income would 
bes 

93 million hogs projected to be slaughtered in '92 


93 million 
4 quarters = 23.25 million head/quarter 


(250 lbs (avg slaughter weight) x .0125¢/# = $3.125/head 


23.75 million head x $3.125//head = $74.21 increase in 
pork producers' net farm income 


For Iowa: $74.21 million x .25% of hogs - $18.55 million 
to Iowa pork producers 


These assumptions do not take into consideration the positive 
emotional impact of such a sale. 


For the Economy 


In addition, a 30,000 metric ton sale of U.S. pork 
represents: 

















* The disappearance of 3.7 million bushels of corn. 

The disappearance of 600,000 bushels of soybeans. 

* The expenditure of 30,369 8-hour days of U.S. labor, 
excluding transportation. 

* Represents the consumptions of 386,000 live hogs, or 
slightly more than the average daily slaughter. 


+ 


For the Treasury 


Based upon the tax revenue multipliers developed by USDA/ERS, 
the net National Treasury effects of exporting pork to the 
former USSR with subsidies up to 30 cents/pound are positive. 


* Assuming that it requires $435.68 of feed to produce 
1 ton of pork and 


* $1 million of feed produces 2,295 tons of dressed pork, 
then 


USDA/ERS multipliers indicate the federal tax revenues 
generated from the direct, indirect and induced economic 
activity associated with $1.0 million of feed 
production, and hog production, processing and 
transportation to FOB export position of 2,295 tons of 
dressed pork is $682/ton. 


It is estimated by industry and USDA contacts that an EEP 
subsidy of 5-30 cents/pound would be required to meet foreign 
competition or between $110.20 and 661.20/ton. 


-- Net treasury impacts -- 


Best Case (.05/lb EEP) Worst Case (.30/1b EEP) 


Tax 
Generated $682.00 $682.00 


EEP Subsidy 
Required $110.20 $661.00 


Net Treasury 
Gain $572.00/MT $ 21.00/MT 


Precedent of a Pork EEP to the CIS 


Some commentators and government officials have indicated 
that the precedent associated with the extension of an EEP 
for pork is a factor contributing to its rejection. While 
pork has never had the benefit of an Export Enhancement 
Program, other animal proteins have used the program 
effectively. In particular, poultry, live dairy cattle and 
table eggs have used the program aggressively to fight unfair 
competition, gain market share, or simply maintain market 
share. The U.S. Poultry Industry, the world's largest 
exporter of poultry products, has aggressively used the EEP 
program to make sales of "Bush's legs" or chicken 
hindquarters. From the perspective of the beef industry, 














they have indicated they are not interested in an EEP at this 
time, but are evaluating possible sales or donations of beef 
livers or offals. 


The precedent for using an EEP on meat -- through poultry -- 
has been well established. Without an EEP for pork at this 
time to be competitive, the market for U.S. pork in the 
former Soviet Union will be lost. 


CIS Meat Import Needs 


According to the projections of the USDA's Foreign 
Agricultural Service, the CIS will need to import 1.393 
million metric tons of red meat to simply maintain their five 
year average supply. In 1991, according to the USDA, the CIS 
imported "at least 320,000 tons of pork," up from 220,000 in 
1989. In 1992, USDA said that minimum imports are forecast 
for 350,000 metric tons. 


At this time, the majority of CIS pork imports come from 
three regions -- the European Community (EC), Eastern Europe 
(Poland, Hungary), and China. The majority, if not alias, of 
these sales are made with very favorable terms. 


Why an Export Enhancement Program (EEP) for U.S. Pork? 


1. Without an EEP, U.S. pork cannot compete with the highly 
subsidized pork from the European Community and China. 


2. Only if the U.S. first extends an EEP for pork to the CIS 
will the former Soviet buying officials make a request. 
Without the EEP in place, the Russian buying agencies will 
simply go to our subsidized competitors. Our Russian 
contacts have repeatedly stated that they cannot/will not 
purchase uncompetitive products. Moreover, they are 
unwilling to risk making a request for U.S. pork without the 
EEP program in place. 





3. With record pork production in the U.S. projected for 1992, 
this sale could be instrumental in balancing the demand with 
supply. 


4. The former Soviet Union is the world's third largest importer 
(the U.S. is second) of pork -- if we don't gain access to 
the market in the near future, we will likely be shut out 
now, as well as in the long term. 


5. Selling U.S. pork to the CIS is a "win-win" situation for the 
U.S. farmer, economy and the Treasury, as well as the needy 
people in the CIS. 
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CONGRESS OF THE UNITED STATES 


March 27, 1992 


The President 
The White House 
Washington, D.C. 20500 
Dear Mr. President: 


I am writing to underscore the depth of the disappointment in rural 
America over two provisional Administration decisions: the decision tu 
turn down a modest 30,000 ton pork sale to the former Soviet Union; and 
the decision to ease up on the enviranmental standards for autoneblis 
emisaiona, which has the effect of devastating the prospects of the 
American ethanol industry. Encloeed for your reference are two 
previous communications written on these issues. 


Nothing is more important for rural America than new markets for its 
agricultural products, especially value-added commodities. Unless new 
markets area developed, the prospect of much of agricultural America 
remaining on federal support subsidies is very high. With new markets, 
American agriculture could become more self-sufficient and self- 
reliant. 


The pork gale is more symbolic than substantial; it involves far Less 
than one percent of U.S. preduction. Yet it is significant 
economically because it implies the United States is willing to compete 
internationally net only in grain, but also with value-added products, 
where the Europeans are daveloping a virtual monopoly. 


The more significant long term issue involves the development of 
markets for ethanol. The decision by the Administration to roll back 
EPA standards has had the immediate effact of causing companies like 
ADM to announce investment retrenchment in grain processing. In Cedar 
Rapids, Iowa, alone a $68 million, 700 job facility has been cancelled. 


I believe revereing these decisions would stand the teat of good 
government and good economics but IT would stress at the political level 
that allowing them to stand will imply that the Administration i¢ 
giving a cold shoulder to farm America. It is my belief that, when all 
is said and done, the great political battle for 1992 is going to ba 
fought in the tightly contested states of the Midwest from Ohic to 
Kansas. ff the Administration does net give farmers a gense that they 
have the ear of and 4 stake in this Administration, I have no doubt 
that rural America will look to alternative leadership. 
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Page 2 
The President 
March 27, 1992 


These two issues are of telltale political significance. At the 
exclusive diseretion of tha Executive Branch, each can be decided 
favorably for rural America without Congressional action. There need 
be no sharing of judgment or credit with Congress. In the strongest 
possible terms I would urge reconsida#ration by the Executive Branch of 
the decisions rendered ta date. 


Sincerely, 


pd 





A. Leach 
ef Congress 


JL: mwt 
anclosures (2) 
cc: The Honorable Edward Madigan 


Thea Honorable Clayton Yeutter 
Mx. Richard Bond 
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President to Push ‘lrade Initiatives 


As “Jobs Program’ for Americans 
White House Week's Events Are Keyed to Contesting Protectionism 





By Ann Devroy 

: Wauhwaygran Pust Stati Weiter 
‘ As protectionist rhetoric fades 
from the primary campaign, Pres- 
ident Bush will use a series of 
évents this week to argue that his 
advocacy of free trade and promo- 
tion of two international trade pacts 
cunt to “a jobs program for 
mencan workers” rather than 
oe that allows “foreigners” 

5 ja age kets." 
icial said that Bush, in 
res the White House is calling 
"Trade Week,” will offer his most 
qustained pramotion of two contro- 
versial trade negotia' 

North American Free Trade Agree- 
ment (NAFTA) and the Uruguay 
found of trade talks under the aegis 
of the Ganeral Agreement oo Tar- 
ifs and Trade (GATT). From Mon- 
through Saturday, Bush will 
ve two speeches with trade as 3 
: srg mre , including one to the Council 


enact ot ke Meo teen 
pity on the trade talks; meet with a 
group of chief executive officers of 
fhe major U.S. corporations; and 
vive a trade-related radia address. 
White House domestk policy 
counselor Clayton Yeutter said in 


hess, productivity and how opening 
work’ markets amounts to an 
American jobs program for a nation 
pnused to having its employment 
flepend an overseas buyers. 
‘"The events are reminiscent of 
former president Ronald Reagan's 
of-the-week" approach to 
lsaues and part of what Yeutter said 
ia a broader attempt to use the 
president’s schedule to structure 
his message. 

The week has been designed not 
only to give further impetus to the 
trade talks, another official said, but 
to help “Bush frame the trade and 
international competitiveness is- 
sues now, rather than having to do 






Clintan Canfident in Penncvivania Qwing 


tions: the: 


; Incet with the 


4-20-92 ; 10:29 ; 


it later from the defense” in a con- 
test with his likely Democratic op- 
ponent, Arkansas Gov, Bill Clinton. 
Some political advisers fear Clin- 
ton will strike a more partisan pro- 
tectionist theme now that major 


unions, particularly dubious of his’ 


backing of the North Arherican 
trade pact, have endorsed him. 
Those advisers are also certain that 
Clintan will repeat a Democratic 
theme that America under Bush's 
leadership has Jost ita competitive 
edge in world markets and will re- 
mind voters of the president’s prob- 
Jem-plagued January trade mission 
to Japan. 

—— ‘the talks on NAFTA, 

which secks to create a relatively 
open market from Canada to Mex- 
igo, nor the six-year-vid world Uru- 
quay round trade negotiations are 
likely to produce agreements that 
can be debated by Congress this 
year, officials have said. 

Roth seta of talks are snarled in 
contentious debates. Bush’s session 
with EC President Jacques Delors 
on Wednesday is aimed at breaking 
the lateat stall on the GATT talks, 
bat officiats are not optimistic that 
there will be major headway snon in 
the 108-nation effort to draft new 
rules on trade in agriculture and 14 
other economic sectors. 

The GATT talks, which were 
begun m 1986 in the Uruguayan re- 
aort of Punta del Este, have re- 
ceived little political attention but 
NAFTA has become a political issue 
because its opponents, including 


major unions, charge the Lee will: 


trigger an exodus of U.S. compa- 
nies, particularly in the automubile 
and other industrief sectora, into 
Mexico for its cheaper labor once 
trade barriers are lowered. They 
also question environmental and 
other aspects of the pact and ctit- 

icize the congressional agreement 
to consider NAFTA on a “fast 
track” basis, allowing the adminis- 
tration to negotiate an agreement 
that cannot be amended hy Con- 
gress. 


THE RACE FOR PRESIDENT 


A Daily Digest 2 


NPPC D.C.- 


Clinton has supported the “fast 
track” status that requires either 
approval or rejection of the nego- 
tiated pact, a position that gave top 
unions reason to look elsewhere for 
a Democratic candidate to support. 
Both Sen. Tom Harkio of lowa and 
former California governor Edmund 
G. “Jerry” Brown Jr., on the Dem- 
ocratic side, openly campaigned 


against NAFTA, as did Patrick J.: 


Buchanan on the Republican side. 
But last week, with Clinton nearing 
the nomination, the AFL-CIO and 
individual unions began announcing 


their endorsements of the Arkansas - 
Ol 


governor. 

AFL-CIO officials said their pres- 
ident, Lane Kirkland, reassured 
himself in a conversation with Clin- 
ton that the candidate will follow 
the lead of Rep. Richard A. Gep- 
hardt (D-Mo.) in pledging to sup- 
port the final agreement only if it 
provides aignificant _ protection 
against loss of American joba 

Yeutter, who spent many years 
dealing with trade issues when he 
was agriculture secretary and U.S, 
trade representative, acknowledged 
in an interview that making the 
ease for free trade during a recea- 
sion—and 2 period when Americans 
fear both for their jobs and for the 
nation’s ability to compete 
abroad—"“is a tough educational 
job” at which the administration has 
not been very successful, 

Officials said that Bush, ag he is 
now beginning to do routinely, will 
repackage and slightly expand some 
of the current federal programs, 
this time to encourage exports. But 
he will have no major new program 


to announce this week. And fallow-. 


ing unvther recent pattern at the 
White House, the president's aides 
at week’s end were arguing both 
the tone and content of his major 
trade speech, some of them 
alarmed that in what one called "the 
White House meatgrinder” any for- 
ward-leaning and pointed rhetoric 
was being excised. 
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that Bush is us rudderies: 
guessed; and three, that tt 
and the people both are fr 
when the campaign ia on iss 
matter.” 

For weeks there have b 
agreements in Clinton's st. 
whether the campaign's ov 
sions sacrificed Clinton’s i: 
the imperative of winning 
ries. At various points si 
Feb. 18 New Hampshire ; 
one faction of Clinton adv: 
sisted that he needed to ma 
gestures and major speeche 
to solve his “character prob: 

For example, a speech « 
the candidate's commitme 
“new covenant” eamphasizi’ 
the rights and responsibiliti: 
izens was drafted by Stanle: 
berg, Clinton’s poll taker, 
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